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FOREIGN TRADE: 

TRADE: 

THE EXCHANGE OF GOODS AND SERVICES BETWEEN DIFFERENT AREAS OR 
COUNTRIES IS CALLED 'TRADE'. 

TYPES OF TRADE: 

A- DOMESTIC TRADE: 

EXCHANGE OF GOODS AND SERVICES WITHIN A COUNTRY OR AMONG THE 
PROVINCES OR CITIES. 

B- FOREIGN TRADE: 

EXCHANGE OF GOODS AND SERVICES BETWEEN DIFFERENT COUNTRIES. 
IMPORTANCE OF TRADE ACTIVITIES: 

PROMOTES INDUSTRIALIZATION 

eRISE IN GNP AND GDP OF THE COUNTRY eHELPS TO ATTAIN ECONOMIES OF 
SCALE 

ePROMOTES THE PRODUCTION OF VALUE-ADDED GOODS 

e TRANSFER OF INFORMATION TECHNOLOGY FROM THE ADVANCED 
COUNTRIES 

eGENERATES EMPLOYMENT OPPORTUNITIES 

eDOMESTIC RESOURCE UTILIZATION eg: humansesource, raw material 
eHELPS ATTAINING GEOGRAPHICAL SPECIALIZATION IN PRODUCTION eg: 
Sialkot-sports goods;Karachi-leather goods;Faisalabad;cotton textile 
ePROMOTES THE DEVELOPMENT OF TRANSPORT AND COMMUNICATION 
WITHIN THE COUNTRY 

eINFLOW OF CAPITAL GOODS LEADS TO RISING ECONOMIC GROWTH RATE 
PARTS OF FOREIGN TRADE: 

A - IMPORTS: 

eINFLOW OF GOODS AND SERVICES 

eOUTFLOW OF FOREIGN EXCHANGE / CAPITAL,EXPENSE OF A COUNTRY 
eCONSIDERED AS A NEGATIVE INDICATOR FOR AN ECONOMY 

eLEADS TO NEGATIVE BALANCE OF TRADE AND PAYMENTS 
ADVANTAGES OF IMPORTS: 

eEASY AVAILABILITY OF GOODS 

eIMPROVES INTERNATIONAL RELATIONS 

eLARGE QUANTITIES CAN BE IMPORTED 

eENSURES FOOD SECURITY FOR EVER INCREASING POPULATION 

eLESS DEPENDENT ON LOCAL CLIMATIC AND POLITICAL CONDITIONS 
eVARIETY OF RAW-MATERIALS 

DISADVANTAGES OF IMPORTS: 

eLOSS OF FOREIGN EXCHANGE EARNINGS 

eLEADS TO NEGATIVE BALANCE OF TRADE 

eLESS CAPITAL AVAILABLE FOR DEVELOPMENT OF INFRASTRUCTURE, 
HEALTH AND EDUCATION 

eINCREASED INTERNATIONAL LOANS OR DEBTS 

eDAMAGING LOCAL INDUSTRIES 

B - EXPORTS: 
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*OUTFLOW OF.GOODS AND SERVICES 

eINFLOW OF FOREIGN EXCHANGE / CAPITAL 

eEARNINGS FOR A COUNTRY 

e CONSIDERED AS A POSITIVE INDICATOR OF AN ECONOMY 

eLEADS TO POSITIVE BALANCE OF TRADE / PAYMENTS 

ADVANTAGES OF EXPORTS: 

eINCREASED FOREIGN EXCHANGE EARNINGS 

eLEADS TO POSITIVE BALANCE OF TRADE 

PROMOTES INDUSTRIALIZATION 

eIMPROVES INTERNATIONAL RELATIONS 

eINCREASED NATIONAL INCOME eIMPROVED STANDARD OF PRODUCTION 
DISADVANTAGES OF EXPORTS: 

e SHORTAGE OF PRODUCTS IN LOCAL MARKET 

eINCREASED PRICES OF PRODUCTS 

eTRADE RESTRICTIONS OR INTERNATIONAL TRADE EMBARGOS 

ECONOMIC GOODS: 

AN ECONOMIC GOOD IS A PHYSICAL OBJECT OR SERVICE THAT HAS VALUE TO 
PEOPLE AND CAN BE SOLD FOR APRICE IN THE MARKETPLACE. 
CLASSIFICATION OF ECONOMIC GOODS: 

A - ON THE BASIS OF THEIR PRODUCTION /EXTRACTION: 

1-PRIMARY GOODS 

GOODS AND RESOURCES EXTRACTED DIRECTLY FROM THE NATURE SUCH AS; 
WHEAT, FISH, TIMBER, COTTON ETC. 

2 - SECONDARY GOODS 

GOODS PRODUCED BY THE MANUFACTURING OR PROCESSING INDUSTRIES 
SUCH AS; 

i - PROCESSED GOODS: 

- THINGS WHICH CAN NOT BE DISTILLED BACK TO ORIGINAL FORM SUCH AS; 
COTTON YARN, SUGAR, JUICES ETC. 

ii - MANUFACTURED GOODS: 

- THINGS WHICH CAN BE DISTILLED BACK TO THEIR ORIGINAL FORM SUCH AS; 
MACHINERY, GARMENTS, COMPUTERS ETC. 

EXPORT OF SECONDARY GOODS IS MORE PROFITABLE AS COMPARED TO THE 
EXPORT OF PRIMARY GOODS BECAUSE; 

eIT PROMOTES LOCAL INDUSTRIES 

eIT LEADS TO LOCAL RESOURCE UTILIZATION 

eMORE PROFITABLE EXPORTS 

ePROVISION OF EMPLOYMENT 

eENCOURAGING OTHER SECTORS OF ECONOMY SUCH AS RAW MATERIAL 
EXTRACTION, TRANSPORT AND COMMUNICATION. 

B - ON THE BASIS OF THEIR CONSUMPTION /UTILIZATION: 

1 - CONSUMER GOODS; 

ECONOMIC GOODS WHICH MEANT TO SATISFY THE NEEDS AND DEMANDS OF 
HUMAN POPULATION ON THEIR CONSUMPTION OR UTILIZATION SUCH AS 
WHEAT, CLOTHS, SHOES, FOOD-STUFE, AND PEREUMES ETC. 
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2- CAPITAL GOODS; 

ECONOMIC GOODS WHICH ARE MEANT TO PRODUCE MORE CAPITAL ON THEIR 
UTILIZATION SUCH AS MINING MACHINERY, TRACTOR, CEMENT MIXER ETC. 

3 - RAW MATERIALS; 

ECONOMIC GOODS OR SECONDARY PRODUCTS THAT ARE USED TO MAKE NEW 
PRODUCTS ARE CALLED RAW-MATERIALS. RAW-MATERIALS CAN BE 
CLASSIFIED AS; 

j - RAW MATERIALS FOR CONSUMER GOODS SUCH AS COTTON YARN, 
COTTON CLOTH, SYNTHETIC FIBER, SUGAR ETC 

ii- RAW MATERIALS FOR CAPITAL GOODS SUCH AS PETROLEUM PRODUCTS, 
IRON ORE, COPPER 

WIRES ETC. 

IMPORT OF RAW MATERIALS IS MORE ECONOMICAL THAN THE IMPORTS OF 
FINISHED GOODS BECAUSE; 

eIT PROMOTES LOCAL PROCESSING AND MANUFACTURING INDUSTRIES 

eIT LEADS TO LOCAL RESOURCE UTILIZATION 

eCHEAPER TO IMPORT 

ePROVISION OF EMPLOYMENT 

eENCOURAGING OTHER SECTORS OF ECONOMY SUCH AS TRANSPORT AND 
COMMUNICATION. 

PROBLEMS OF EXPORTS IN PAKISTAN: 

eNARROW EXPORT BASE - HIGH DEGREE OF DEPENDENCY ON VERY 
EXPORTABLE PRODUCTS ARE EXPORTED TO INTERNATIONAL MARKET 
eEXPORT ITEMS ARE RELATIVELY LOW VALUE - ADDED PRODUCTS MOSTLY 
FROM SMALL SCALE AND COTTAGE CRAFT INDUSTRIES 

eFEW TRADING PARTNERS IN THE INTERNATIONAL MARKET - NEARLY 50% 
OF EXPORTS GO TO JUST 7 COUNTRIES OF THE WORLD 

DIRECTION OF TRADE: 

TRADING PARTNERS: EXPORTS 

COUNTRIES. GOODS EXPORTED: 

U.K.AND GERMANY: RAW COTTON, SPORTS GOODS 

EASTERN EUROPE: COTTON CLOTH, READY MADE GARMENTS 
U.S.A.:CARPETS, RUGS, SURGICAL INSTRUMENTS, SPORTS GOODS 

MIDDLE EAST COUNTRIES: RICE, SPICES, READY-MADE GARMENTS, MILK, 
MEAT, FRUITS AND VEGETABLES 

CHINA: COTTON YARN 

JAPAN: FISH AND FISH PRODUCTS 

SRI LANKA: FISH AND FISH PRODUCTS 

PROBLEMS OF IMPORTS IN PAKISTAN: 

eMORE IMPORTS OF RAW. MATERIALS - POOR QUALITY OF PRIMARY AND 
SECONDARY RAW MATERIALS PRODUCED IN THE COUNTRY 

eHIGH IMPORTS OF CAPITAL GOODS LEADING TO NEGATIVE BALANCE OF 
TRADE 

¢ 14%% OF TOTAL IMPORTS COMPRISING CONSUMER GOODS WICH ARE EVEN 
MANUFACTURED BY LOCAL INDUSTRIES 
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eDRASTIC INCREASE IN THE VOLUME OF IMPORTS MAINLY DUE TO; 

1.EVER INCREASING POPULATION WITH HIGH GROWTH RATE 
2.INDUSTRIALIZATION AND DEVELOPMENT OF CONSUMER GOODS 
INDUSTRIES 

3.UNFAVOURABLE CURRENCY EXCHANGE RATES AGAINST INTERNATIONAL 
CURRENCIES 

4.IMPROVED STANDARD OF LIVING LEADING TO HIGHER LEVELS OF 
CONSUMPTION 

5.INCREASED EARNINGS HAVE LED TO INCREASING DEMAND OF CONSUMER 
GOODS 

DIRECTION OF TRADE: 

TRADING PARTNERS: IMPORTS 

COUNTRIES. GOODS IMPORTED 

U.K AND GERMANY: Machinery, Electrical appliances 

EASTERN EUROPE: Machinery, Electrical appliances 

U.S.A.: Machinery, Vegetable oil, Wheat 

MIDDLE EAST COUNTRIES: Mineral oil 

MALAYSIA: Edible oil 

JAPAN: Machinery, Electrical appliances 

SRI LANKA: Tea 

CHINA: Consumer goods 

BALANCE OF TRADE: (B.0.T) 

THE DIFFERENCE IN THE AMOUNT OF GOODS EXPORTED AND THE AMOUNT 
OF GOODS IMPORTED BY A COUNTRY AT THE END OF ONE FINANCIAL YEAR IS 
CALLED THE BALANCE OF TRADE. 

B.0.T= VALUE OF GOODS EXPORTED 

AT THE END OF ONE YEAR — VALUE OF GOODS IMPORTED AT THE END OF 
SAME YEAR 

B.0.T = VALUE.OF GOODS EXPORTED — VALUE OF GOODS IMPORTED 

THE DIFFERENCE IN THE AMOUNT OF EARNINGS AND EXPENDITURES MADE 
BY A COUNTRY, AGAINST THE EXPORTS AND IMPORTS, AT THE END OF EACH 
FINANCIAL YEAR IS CALLED BALANCE OF TRADE. 

IF VALUE OF EXPORTS ARE EQUAL TO VALUE OF IMPORTS IT IS THE BALANCE 
OF TRADE 

IF VALUE OF EXPORTS IS LESS THAN THE VALUE OF IMPORTS IT IS THE 
NEGATIVE BALANCE OF TRADE 

IF THE VALUE OF EXPORTS IS MORE THAN THE VALUE OF IMPORTS IT IS THE 
POSITIVE BALANCE OF TRADE 

TRADED GOODS / ITEMS INCLUDE: 

1. CONSUMER GOODS: 

(i) DURABLE GOODS; E.G. DVD RECORDER AND NEW CARS. 

(ii) NON-DURABLE GOODS; E.G. FOODS AND BEVERAGES 

2. CAPITAL GOODS: E.G. MANUFACTURING PLANT MACHINERY AND 
EQUIPMENT MANUFACTURED GOODS. 

3. RAW MATERIALS: 
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(i) FOR CONSUMER GOODS; E.G. EDIBLE OIL, WHEAT, CRUDE OIL 

(ii) FOR CAPITAL GOODS; E.G. IRON ORE CRUDE OIL 

TRADE IN SERVICES INCLUDES: 

*BANKING, INSURANCE AND CONSULTANCY SERVICES. 

eOTHER FINANCIAL SERVICES INCLUDING FOREIGN EXCHANGE AND 
DERIVATIVES TRADING. 

eTOURISM INDUSTRY, TRANSPORT AND SHIPPING. 

eEDUCATION AND HEALTH SERVICES. 

eSERVICES ASSOCIATED WITH RESEARCH AND DEVELOPMENT. 
eCULTURAL ARTS 

BALANCE OF PAYMENT: (B.0.P) 

THE BOP IS DETERMINED BY THE COUNTRY'S EXPORTS AND IMPORTS OF 
GOODS, SERVICES, AND FINANCIAL. 

CAPITAL, AS WELL AS FINANCIAL TRANSFERS. IT REFLECTS ALL PAYMENTS 
AND LIABILITIES TO FOREIGNERS (DEBITS) AND ALL PAYMENTS AND 
OBLIGATIONS RECEIVED FROM FOREIGNERS (CREDITS). 

IT IS DESCRIBED AS THE DIFFERENCE IN THE AMOUNT OF GOODS AND 
SERVICES EXPORTED AND THE AMOUNT OF GOODS AND SERVICES IMPORTED 
BY A COUNTRY, AT THE END OF ONE FINANCIAL YEAR 

B.0.P = VALUE OF GOODS AND SERVICES EXPORTED END OF 

ONE YEAR — VALUE OF GOODS AND SERVICES IMPORTED END OF SAME YEAR 
BALANCE OF PAYMENT SITUATION OF PAKISTAN: 

IF THE VALUE OF IMPORTS EXCEEDS THE VALUE OF EXPORTS, THE COUNTRY 
WILL HAVE A NEGATIVE BALANCE. SINCE LAST FEW DECADES PAKISTAN'S 
ECONOMY IS SUFFERING FROM NEGATIVE BALANCE OF TRADE AND 
PAYMENTS. 

REASONS FOR NEGATIVEBALANCE OF /PAYMENTS: 

A - LESS EXPORT: 

eFEW INDUSTRIES 

eLACK OF CAPITAL FOR INDUSTRIAL DEVELOPMENT 

eFEWER INDUSTRIAL ESTATES 

eSHORTAGE OF ELECTRICITY 

¢POOR INFRASTRUCTURAL DEVELOPMENT 

eSHORTAGE OF INDUSTRIAL WORKERS 

eUNFAVOURABLE GOVERNMENT POLICIES 

eFEW EXPORT PARTNERS 

eMOST EXPORTS ARE FROM SMALL SCALE INDUSTRIES 

*POOR QUALITY CONTROL 

eEXPORTS COMPRISING RAW MATERIAL AND SEMI-FINISHED GOODS 

B - MORE IMPORT: 

e HIGH POPULATION GROWTH RATE LEADS TO INCREASING DEMAND 
eLOCAL INDUSTRIES ARE PRODUCING LOW STANDARD PRODUCTS 
eIMPROVED STANDARD OF LIVING LEADS TO HIGHER DEMAND 

eMANY CONSUMER GOODS INDUSTRIES RELYING ON IMPORTED RAW 
MATERIALS 
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eINCREASED URBANIZATION LEADING TO HIGHER DEMAND OF IMPORTED 
GOODS 

eCAPITAL GOODS ARE VERY EXPENSIVE TO IMPORT 

eMOST CAPITAL GOODS ARE IMPORTED IN PAKISTAN LEADING TO HIGHER 
IMPORT BILL 

eLARGE QUANTITIES OF FOSSIL FUELS ARE IMPORTED TO FULFILL THE LOCAL 
DEMAND QF OIL 

eIMPORT OF IRON ORE FOR STEEL MILL INCREASES IMPORTS 

eEDIBLE OIL HAS TO BE IMPORTED TO FULFILL LOCAL DEMAND OF 
POPULATION 

eCHEMICAL FERTILIZERS ARE IMPORTED TO FULFILL DEMAND OF 
AGRICULTURAL SECTOR 

C - HIGHER IMPORT OF SERVICES 

eGENERAL TREND OF ILLITERACY 

eLACK OF TECHNICAL TRAINING CENTERS 

eSHORTAGE OF SKILLED LABOUR FORCE IN THE COUNTRY 
*DEVELOPMENTAL PROJECTS IN COLLABORATION WITH OTHER COUNTRIES 
SUCH AS WITH CHINA, UK, USA ETC. 

EFFECTS OF NEGATIVE BALANCE OF PAYMENTS: 

eINCREASING BURDEN OF LOANS AND INTERNATIONAL DEBTS 

ECONOMY GOES DOWN/ ADVERSELY EFFECTED 

eECONOMY GOES UNDR THE CONTROL OF CREDITORS WHO EXERCISE 
INFLUENCE OVER PAKISTAN'S ECONOMIG, AND POLITICAL AFFAIRS 
eINCREASED TAXATION 

eINCREASED RATE OF INFLATION 

e DEVELOPMENTAL PROJECTS CURTAILED / LESS MONEY FOR THE 
DEVELOPMENT ; 

>DEVELOPMENT OF EDUCATION, HEALTH AND HOUSING FACILITIES 
>DEVELOPMENT OF ROADS AND RAILWAYS 

>DEVELOPMENT OF AGRICULTURE AND INDUSTRIES 

ePRIVATIZATION OF STATE OWNED ENTERPRISES.....ETC. 

eLACK OF CAPITAL FOR NEW RESOURCE EXPLORATION AND EXPLOITATION 
eLACK OF CAPITAL FOR ESSENTIAL IMPORTS 

MEASURES TO CONTROL THE NEGATIVE BALANCE OF PAYMENTS: 

A - INCREASING EXPORTS: 

eEXPORTING MAINLY HIGH VALUE ADDED FINISHED GOODS 
eENCOURAGEMENT OF COTTAGE AND SMALL SCALE INDUSTRIES FOR EXPORT 
PURPOSES 

eIMPROVING THE QUALITY OF PRODUCTION 

EFFORTS TO INCREASE THE VARIETY OF EXPORTABLE GOODS / WIDENING 
THE EXPORT BASE 

e LOWERING THE PRODUCTION COST 

eRELIABLE SUPPLY OF PRODUCTS TO THE MARKETS 

eSTABLE INDUSTRIAL POLICIES BY THE GOVERNMENT 

eIMPROVED MEANS OF COMMUNICATION IN THE COUNTRY 
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¢IMPROVED POLITICAL AND ECONOMIC RELATIONS WITH OTHER COUNTRIES 
AND TO SIGN TRADING 

*AGREEMENTS WITH THEM 

*BETTER EXPORT FACILITIES ON SEA PORTS SUPPORTED BY DRYPORTS 
*ESTABLISHMENT OF EXPORT PROCESSING ZONES TO PROMOTE 
INDUSTRIALIZATION OF EXPORT 

ORIENTED GOODS 

THE COUNTRIES OF THE EUROPEAN UNION HAVE/A LARGE DEMAND FOR 
GOODS SUCH AS CLOTHES AND SPORTS GOODS. PAKISTAN CAN PRODUCE 
THESE GOODS CHEAPLY AND AS A RESULT CAN INCREASE ITS EXPORT 
EARNINGS. 

ADVANTAGES AND DISADVANTAGES OF DEVELOPING A TRADE 
AGREEMENT WITH PARTNERS IN THE EUROPEAN UNION 

ADVANTAGES: 

*MORE EXPORTS AS A RESULT MORE FOREIGN EXCHANGE BARNINGS HELPING 
IN PAY OFF LOANS, IMPROVING TRADE BALANCE AND BOOSTING NATIONAL 
ECONOMY 

¢CHEAPER IMPORTS FROM PARTNER COUNTRIES 

*BOOSTS INDUSTRIALISATION AND ATTRACTING MORE FOREIGN 
INVESTMENT IN THESE INDUSTRJES 

¢FEWER TRADE BARRIERS AND LOWER TAXES ON IMPORTS AND EXPORTS 
eSTABLE MARKET 

DISADVANTAGES: 

*TRADE ACTIVITY CAN BE STOPPED DUE TO SANCTIONS 

*CONDITIONS IMPOSED SUCH AS BAN ON CHILD LABOUR OR CONTROLLING 
ENVIRONMENTAL POLLUTION 

*LOCAL GOODS MAY NOT BE UP TO EXPORT STANDARD 

*PAKISTAN PRODUCTION MAY NOT BE RELIABLE 

IMPORTS FROM PARTNER COUNTRIES MAY COMPETE WITH LOCAL 
PRODUCTION /INDUSTRIES 

¢ FLUCTUATING CURRENCY EXCHANGE RATES 

EXPORT PROCESSING ZONES: (EPZ's) 

THESE ARE THE AREAS RESERVED FOR THE DEVELOPMENT OF INDUSTRIES 
TO MANUFACTURE GOODS WITH EXPORT 

POTENTIAL 

AIMS AND OBIECTIVES 

¢ TO PROMOTE INDUSTRIALIZATION IN THE COUNTRY 

¢ TO INCREASE EXPORTS BY FACILITATING THE LOCAL AND FOREIGN 
INVESTORS 

¢ TO CREATE EMPLOYMENT OPPORTUNITIES IN THE COUNTRY 

¢ TO TRANSFER HIGH-TECH INDUSTRIES AND NEW IT. ADVANCEMENTS FROM 
THE ADVANCED COUNTRIES TO PAKISTAN 

FEATURES OF LANDHI EXPORT PROCESSING ZONE, KARACHI: 

¢GOOD /PUCCA / METALLED / WIDE ROAD 

eSTREET LIGHTING 
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eELECTRICITY SUPPLY 

eTREES/ GREENERY 

*MODERN / GOOD QUALITY BUILDINGS 

ePLANNED / STRAIGHT ROADS 

EVERYTHING WELL PLANNED. 

EXPORT PROCESSING ZONES IN PAKISTAN: 

EPZ KARACHI, EPZ SIALKOT, EPZ LAHORE, EPZ FAISALABAD, EPZ GWADAR. 
THE GOVERNMENT IS TRYING TO ESTABLISH MORE EXPORT PROCESSING 
ZONES IN OTHER INLAND CITIES OF PAKISTAN TO FACILITATE PRODUCTION 
AND EXPORTS AND VALUE ADDED GOODS. 

FEATURES OF EXPORT PROCESSING ZONES: /INCENTIVES. 

¢ GOVERNMENT OFFERS FINANCIAL AND REGULATORY INCENTIVES 

e INFRASTRUCTURE IS ALREADY PUT IN PLACE INCLUDING ROADS, RAILWAYS 
AND DRY PORTS ATTRACT FOREIGN AND PRIVATE INVESTMENT BY 
PROVIDING FAVORABLE CONDITIONS FOR 

INDUSTRIALIZATION 

eATTRACTS NEW FOREIGN TECHNOLOGIES WHICH COMES ALONG NEW 
FOREIGN INVESTMENTS 

eIMPROVES QUALITY OF PRODUCTION TO FULFILL THE DEMAND 
ORINTERNATIONAL MARKET 

e BETTER MARKETING FACILITIES ARE PROVIDED TO LOCAL EXPORTERS 
NINTERNATIONAL MARKET 

Export Processing Zones Pakistan 

An Entity with Global Footmarks 

Envisioning a Prosperous Pakistan 

EPIA PISSE 

IMPORTANCE OF EXPORI PROCESSING ZONES: 

1.GOOD QUALITY GOODS / EXPORT QUALITY / TO INTERNATIONAL 
STANDARDS 

2.CAN INCREASE ECONOMY / INCOME / EXPORTS / FOREIGN EXCHANGE 
3.BETTER INFRASTRUCTURE / POWER / WATER SUPPLY / ROAD.ETC. 
4.GOOD,WORKING CONDITIONS 

5.MODERN BUILDINGS 

6.INCENTIVES E.G. TAX HOLIDAYS, EASY LOANS WITH LOW MARKUPS 
7.ATTRACTS INVESTORS / ENTREPRENEURS 

8.PROMOTES GROWTH OF SMALL-SCALE / COTTAGE INDUSTRIES 
9.EMPLOYMENT / JOBS OPPORTUNITIES 

10.GOVERNMENT HELPS WITH MARKETING EVENTS / TRADE FAIRS / 
EXHIBITIONS 

MEASURES TO ATTRACT FOREIGN INVES I MENDS IN THE COUNTRY: 
eDEVELOPMENT OF INDUSTRIAL ESTATES - SINDH INDUSTRIAL TRADING 
ESTATE 

eTAX EXEMPTIONS ON IMPORTED MACHINERY CAN HELP DEVELOPMENT OF 
INDUSTRIES 

eTAX HOLIDAYS ON FOREIGN INVESTMENTS 
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eSIMPLIFIED PROCEDURES FOR IMPORTS AND INDUSTRIAL DEVELOPMENT 
eATTRACTIVE MEASURES FOR PRIVATE POWER STATIONS - HUB POWER 
PROJECT 

eBETTER INFRASTRUCTURE - ROADS, RAILWAYS AND AIRWAYS 

eEFFICIENT DRYPORTS TO PROVIDE SECURITY AND ENCOURAGE EXPORTS 
eAGENCIES AND ORGANIZATIONS TO HELP INVESTORS PROVIDING' 
INFRASTRUCTURE INCLUDING WATER, ELECTRICITY, TELEPHONE, ROADS TO 
INDUSTRIAL ESTATES 

ePROVIDING LAND FOR HOUSING, COMMERCIAL AND SOCIAL FACILITIES NEAR 
INDUSTRIAL ESTATES 

eSTABLE GOVERNMENT WITH CONSISTENT INDUSTRIAL POLICIES. 

NEED TO INCREASE FOREIGN EXCHANGE: 

eNEGATIVE BALANCE OF PAYMENTS / TRADE 

eREDUCE FOREIGN DEBT 

eINVESTMENT IN AGRICULTURE 

eINDUSTRIALIZATION 

*BETTER HOUSING/ RESETTLE SQUATTERS 

eCOST OF FOREIGN EXPERTISE 


B - DECREASING IMPORTS: 

eIMPORTS OF FINISHED GOODS SHOULD BE DISCOURAGED 

eMOST CONSUMER GOODS ARE LUXURY ITEMS WHICH SHOULD NOT BE 
IMPORTED 

eIMPORTS OF RAW MATERIALS FOR INDUSTRIES SHOULD BE REDUCED BY 
RELYING ON LOCA 

PRODUCED RAW MATERIALS 

C - CURTAILING IMPORTS RELATED TO SERVICE SECTOR: 

eIT'S AN EXTRA BURDEN ON OUR ALREADY DECLINING ECONOMY 
eIMPORTS OF SERVICES IN TERTIARY SECTOR MUST BE DISCOURAGES 
eLOCAL PEOPLE CAN BE TRAINED TO PERFORM THESE JOBS 

eLOCALS CAN BE SENT ABROAD FOR TRAINING SO FULFILL THE DEMAND OF 
TERTIARY SECTOR 

TRADE DEVELOPMENT AUTHORITY OF PAKISTAN (TAP): 

eIT HAS FORMALLY REPLACED EPB 

eEPB WAS RESPONSIBLE FOR THE EXPORT PROMOTION FOR PAKISTAN 

eIT IS INVOLVED IN THE PLANNING AND DEVELOPMENT OF DIFFERENT 
SECTORS OF ECONOMY AND LINKING THEM WITH THE INTERNATIONAL 
TRADE REQUIREMENTS 

eIT IS RESPONSIBLE TO BRING THE DEVELOPMENT OF PRIMARY, SECONDARY 
AND TERTIARY SECTORS 

ACCORDING TO THE INTERNATIONAL STANDERS. 

ePROVIDING OPPORTUNITIES TO NEW INDUSTRIES FOR EXPORTS TO OTHER 
COUNTRIES 

TRADE BARRIERS: 

TRADE BARRIERS ARE MEASURES THAT 
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GOVERNMENTS OR PUBLIC AUTHORITIES 

INTRODUCE TO MAKE IMPORTED GOODS OR SERVICES LESS COMPETITIVE 
THAN LOCALLY PRODUCED GOODS AND SEEVICES 

BARRIERS TO TRADE ARE OFTEN CALLED 

"PROTECTION" BECAUSE THEIR STATED 

PURPOSE IS TO SHIELD OR ADVANCE 

PARTICULAR INDUSTRIES OR SEGMENTS OF AN ECONOMY. 

IT IS A SET OF RESTRICTIONS TO LIMIT OR STOP FOREIGN TRADE ACTIVITY 
(PARTICULARLY IMPORTS) SUCH BARRIERS INCLUDE; IMPORT TARIFFS, PRICE 
SUBSIDIES, TRADE EMBARGOES AND IMPORT QUOTAS. 

TYPES OF TRADE BARRIERS: 

1. TARIFFS—INCREASED IMPORT DUTIES 

THE MOST COMMON BARRIER TO TRADE IS A TARIFF, WHICH IS A TAX ON 
IMPORTS. TARIFFS RAISE THE PRICE OF IMPORTED GOODS RELATIVE TO 
DOMESTIC GOODS (GOODS PRODUCED AT HOME). 

2. SUBSIDY — REDUCED COST OF DOMESTIC PRODUCTS 

ANOTHER COMMON BARRIER TO TRADE IS A GOVERNMENT SUBSIDY TO A 
PARTICULAR DOMESTIC INDUSTRY. SUBSIDIES MAKE THOSE GOODS CHEAPER 
TO PRODUCE THAN IN FOREIGN MARKETS. THIS RESULTS IN A LOWER 
DOMESTIC PRICE. BOTH TARIFFS AND SUBSIDIES RAISE THE PRICE OF 
FOREIGN GOODS RELATIVE TO DOMESTIC GOODS, WHICH REDUCES IMPORTS. 
3. EMBARGOES — RESTRICTING TYPE AND QUANTITY OF TRADE 

YET ANOTHER BARRIER TO TRADE IS: AN EMBARGO A BLOCKADE OR 
POLITICAL AGREEMENT THAT LIMITSA FOREIGN COUNTRY'S ABILITY TO 
EXPORT OR IMPORT. 

4. QUOTAS — RESTRICTIONS ON THE QUANTITY OF TRADE: 

AN IMPORT QUOTA IS A LIMIT ON THE QUANTITY OF A GOOD THAT CAN BE 
PRODUCED ABROAD AND SOLD DOMESTICALLY IT IS A DYPE OF 
PROTECTIONIST TRADE RESTRICTION THAT SETS A PHYSICAL LIMIT ON THE 
QUANTITY OF A GOOD THAT CAN BE IMPORTED INTO A COUNTRY IN A GIVEN 
PERIOD OF TIME. IF A QUOTA IS PUT ON A GOOD, LESS OF IT IS IMPORTED. 
QUOTAS, LIKE OTHER TRADE RESTRICTIONS, ARE USED TO BENEFIT THE 
PRODUCERS OF A GOOD IN A DOMESTIC ECONOMY AT THE EXPENSE OF ALL 
CONSUMERS OF THE GOOD IN THAT ECONOMY. 

REASONS TO IMPOSE TRADE BARRIERS: 

THERE ARE A NUMBER OF ECONOMIC AND POLITICAL REASONS TO IMPOSE 
TRADE BARRIERS INCLUDING 

RESTRICTING VOLUME OF IMPORTS 

eRESTRICTING TYPES OF IMPORTS 

PROTECTING LOCAL INDUSTRIES / MANUFACTURERS 

eSAVING FOREIGN EXCHANGE 

eCONTROLLING THE RATE OF UNEMPLOYMENT 

ADVANTAGES / BENEFITS / IMPORTANCE OF TRADE BARRIERS: 
ePROMOTE SELF-SUFFICIENCY 

eREDUCE DEPENDENCE ON OTHER COUNTRIES 
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*PROTECTING LOCAL MANUFACTURERS 

ePREVENTING UNEMPLOYMENT AMONG WORKERS 

ePROMOTE LOCAL RESOURCE UTILIZATION 

eIMPROVE BALANCE OF TRADE AND PAYMENTS SITUATION 

eGENERATE MORE ECONOMIC OPPORTUNITIES 

DISADVANTAGES / LIMITATIONS / PROBLEMS OF TRADE BARRIERS: 
eRESTRICT CONSUMER CHOICE TO LOCAL PRODUCTS ONLY 

eLOCAL INDUSTRIES TURN COMPLACENT DUE TO LACK OF INTERNATIONAL 
COMPETITION FROM 

OTHER INDUSTRIES 

eLOCAL INDUSTRIES CAN MANIPULATE PRODUCTION TO INCREASE PRICES 
eMAY LEAD TO SHORTAGE OF PRODUCTS NEEDED BY THE POPULATION 
TRADING BLOCS: 

IT REFERS TO THE REGIONAL GROUPING 

OF INTERNATIONAL ECONOMIES TO ALLOW FOR GREATER ECONOMIC 
COOPERATION AND FACILITATIONS OF FREE TRADE ACTIVITY. 

TRADING BLOCS INVOLVE LOW, OR NO ECONOMIC RESTRICTIONS BETWEEN 
MEMBERS AND STRONG TRADE 

BARRIERS AGAINST NON-MEMBERS. 

PAKISTAN IS A MEMBER OF SOME LESS IMPORTANT TRADING BLOCS 
INCLUDING; 

1. SAARC —SOUTH ASIAN ASSOCIATION FOR REGIONAL COOPERATION 

2. ECO — ECONOMIC COOPERATION 

ORGANIZATION 

THESE TRADING BLOCS ARE NOT VERY EFFECTIVE DUE TO POLITICAL 
DIFFERENCES BETWEEN THE MEMBER. 

COUNTRIES. 


EXCHANGE RATES: 

IT REFERS TO THE PRICE OF ONE CURRENCY IN TERMS OF ANOTHER 
CURRENCY FOR EXAMPLE; 

1 US DOLLAR = 270 PKR 

EXCHANGE RATES PLAY VERY IMPORTANT ROLE IN DETERMINING THE COST 
OF IMPORTS, THE PRICE OF EXPORTS AND THE RETURNS FROM 

OVERSEAS INVESTMENTS AND REMITTANCES. 

DEPRECIATION OF EXCHANGE RATE: 

A SITUATION WHEN ONE UNIT OF A CURRENGY BUYS FEWER AND FEWER 
UNITS OF ANOTHER CURRENCY. 

EFFECTS: 

eIT MAKES IMPORTS MORE EXPENSIVE AND EXPORTS CHEAPER IN TERMS OF 
FOREIGN CURRENCY. 

eIT LEADS TO INFLATION WITHIN THE COUNTRY. 

APPRECIATION OF EXCHANGE RATE: 

A SITUATION WHEN ONE UNIT OF A CURRENCY BUYS GREATER UNITS OF 
ANOTHER CURRENCY. 
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EFFECTS: 

eIT MAKES IMPORTS MORE CHEAPER AND EXPORTS MORE EXPENSIVE IN 
TERMS OF FOREIGN CURRENCY. 

eIT LEADS TO ECONOMIC PROSPERITY WITHIN THE COUNTRY. 

WTO: WORLD TRADE ORGANIZATION: 

IT'S AN INTERNATIONAL INSTITUTION TO ALLOW FREE TRADE BETWEEN THE 
MEMBER COUNTRIES BY REDUCING OR ABOLISHING THE TRADE 
RESTRICTIONS IMPOSED BY THE GOVERNMENTS OF THESE COUNTRIES. 

IT CAME INTO BEING IN 1995 TO BOOST TRADE LIBERALIZATION. THERE ARE 
ALL TOGETHER 146 MEMBER COUNTRIES. SINCE 2004 THE ECONOMY OF 
PAKISTAN WAS EXPOSED TO THE CHALLENGES OF WTO. 

OPPORTUNITIES AND CHALLENGES OF WTO: 

1. COTTON TEXTILE INDUSTRY: 

eNEEDS TO MAINTAIN HIGH QUALITY OF PRODUCTION 

eMODERNIZATION OF INDUSTRY IS NEEDED TO COMPETE IN OPEN 
INTERNATIONAL MARKET BOTH IN TERMS OF QUALITY AND PRICE 
eREPLACEMENT OF OLD AND OUTDATED MACHINERY CAN HELP IMPROVING 
THE QUALITY OF PRODUCTION 

2. AGRICULTURE: 

eWE HAVETO OPEN OURDOMESTIC MARKETS FOR IMPORTED AGRICULTURAL 
PRODUCTS 

eWE NEED TO ELIMINATE GOVERNMENT SUPPORT ON AGRICULTURAL 
PRODUCTS TO MAKE THEM MORE COMPETITIVE IN OPEN MARKET 
*GOVERNMENT MUST WITHDRAW ALL SUBSIDIES TO AGRICULTURAL SECTOR 
eMECHANIZATION AND MODERNIZATION OF AGRICULTURE MAY LEAD TO 
INCREASED UNEMPLOYMENT. 

3. THE SERVICE SECTOR: 

eITS ALREADY OPEN FOR FOREIGN COMPANIES. 

eIT WILL NOT BE AFFECTED BY THE IMPLEMENTATION OF WTO's 
RESTRICTIONS. 

eIN TELECOMMUNICATION SECTOR MANY FOREIGN COMPANIES ARE 
ALREADY WORKING INCLUDIN 

TELENOR, WARID, MOBILINK ETC. 

eBANKING SECTOR IS ALSO COMPETING WITH MANY FOREIGN BANKS SUCH AS 
SILK BANK, BARCLAYS,MEEZAN BANK ETC. 

4, PUBLIC ADMINISTRATION: 

.T SHOULD WORK AS PARTNER TO THE PRIVATE SECTOR TO PROVIDE 
SUITABLE WORKING ENVIRONMENT. 

5.IMPORT DUTIES: 

*REDUCED IMPORT DUTIES MAY BADLY DAMAGE THE DOMESTIC INDUSTRIES 
DUE TO COMPETITION WITH IMPORTED GOODS. 

6. SMALL SCALE INDUSTRIES: 

eTHESE INDUSTRIES FACE THE REAL CHALLENGE, AS THEIR COST OF 
PRODUCTION REMAINS VERY HIGH. 
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eTO PROVIDE PROTECTION TO THESE INDUSTRIES THE GOVERNMENT MUST 
PROVIDE LOANS AND TECHNICAL TRAINING TO THESE INDUSTRIES. 
MEASURES TO DEAL WITH THE CHALLENGES OF WTO: 

eMODERNIZATION OF SECONDARY INDUSTRIES. 

eTRAINING AND EDUCATION OF INDUSTRIAL WORKERS. 

eEDUCATION AND TRAINING OF AGRICULTURAL WORKERS. 
eDEVELOPMENT OF AGRICULTURAL RESEARCH CENTRES. 

eIMPROVED QUALITY OF PRODUCTION IN TEXTILE SECTOR. 
eDEVELOPMENT OF INFRASTRUCTURE FACILITIES INCLUDING TRANSPORT, 
COMMUNICATION AND POWER SUPPLY. 

eDEVELOPMENT OF INFORMATION TECHNOLOGY TO IMPROVE EFFICIENCY 
AND PRODUCTION PROCEDURES. 


